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EU environmental restrictions and elevated input costs are depressing milk production in 27 European
Union Member States (EU27). Additionally, the increase in cow productivity can no longer compensate
for the decline in the EU27 dairy cow herd. As
since 2021 and is forecasted at 143.9 million mé&nc(MT) for 2023, 0.55 percent down from 2022.

With declining milk deliveries, the processors are forecasted to have less milk available for factory use
in 2023, which forces them to carefully assess for which products they will use the available aik. EU
cheese production for 2023 is forecast to increase to 10.5 MMT as consumption continues to rise year
after year. This comes at the expense of the production of buttefatrany milk (NFDM), and whole

milk powder (WMP).

THIS REPORT CONTAINS ASSESSMENTS OF COMMODITY AND TRADE ISSUES MADE BY USDA STAFF AN
STATEMENTS OF OFFICIAGONERNMENT POLICY
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Executive Summary

Note: Effective January 1, 2021, the United Kingdom (UK) completed its departure from the European
Union (EU), including trade between both entitigsthis report if it is not indicated otherwise, the EU
means the current EU27 (withathie UK).

At the beginning of 2023, the European dairy cow herd amounted to slightly over 20 million head,

which is 0.6 percent below the 2022 numbers. This debbaeontinued for several years aad

expected to continue throughout 2023 as milk fgate priceavedroppedsince the beginning dhe

year, discouraging herd expansion. Low fagate pricegombined with increasing costs of production,

lack of successors, limits on farm development, and stricter EU animal welfare and environmental
reguldaionsare also leading to a smaller hetibspite the declining dairy cow herd, until 2020lk

deliveries were otherisebecauséhe drop in cow numbergascompensated by increasing
productivity. However, st art iawegeehinadownv@r®trend, EU c o
forecasted to reach 143,900 metric tons (MT) in 2023 and 0.55 percent down from 2022 level. The

severe drought of 2022 negatively impacted the milk yield aagagain affect several top mik

producing Member States (M8)202 3 . Despite cons umowdady p@gues;, eci at i
the 2023 norcow milk deliveries to dairies are forecasted to stagnate because main sheep and goat milk
producing M5 @erdsdeclined and high inflation depressed the purchasing power of consumers. 2023

fluid milk domestic consumption is forecasted to further dedinee 2020, whe@OVID-19 trends

boosted the consumption of drinking milk. Fluid milk has been facing competition feoraalsed

milk, which was estimated in 2022 to account for 11 percent of the overall milk market. With declining

milk deliveries, processors are forecasted to have less milk available for factory use in 2023, which

forces them to carefully assess for whicbducts they will use the available milk.

Cheese production remains the preferred EU27 milk factory use, and this trend is expected to continue,
supported by solid domestic consumption of this product. In 2023, cheese production is expected to rise
by 0.67 percent and amount t0.48 million MT, despite declining milk deliveries. Cheese production
should be favored over other dairy products, as its price is more stable, and butter prices reached their
peak in 2022. Additionally, increasing consumptiopors cheese productiomyith consumers willing

to pay more for higlend products or chowsy cheaper types of chees®llowing the 2022Iropin

EU27 cheese exparto maindestinationsthe 2023 export number is forecasted to stagnate.

The EU27 butteproduction in 2023 is still forecasted to decrease by 0.6 percent, or by 13,000 MT,
compared to 2022, as smaller milk supply will favor cheese production over butter afad dignmilk
(NFDM). Imports, elevated in 2022 to support rebuilding consumpdi@forecasted to remain at high
levels, stagnating frortine 2022 numberln 2023, EU27 butter consumption is forecasted to reverse to
its declining trend, with stagnating demand from hotels, restaurants, and institutions (HRI), and
consumers choosing Hdaer fats over butter.

As NonFat Dry Milk (NFDM) production in the EU is the residual product from EU butter and cream
production, its production is declining in line with butter productteor. 2023, NFDM production is
forecasted to decline from 20B%els, but only by 1 percent, reaching 1.5 million MT. Almost half of
EU27 NFDM production is exported and, thus, declines in productehniked witha drop inexports.
The EU27 NFDM exports compete heavily with NFDM exports mdnagn the United Stees and New
Zealand, with the EUR/USD exchange rate an important factor. The EU27 NFDM exports sr023



forecasted t@ontinwe to shrink compared to 2022 by 1.5 percent, which is moretkgdrop in
production, but the forecasted stagnating domestisumption willeavemore NFDM on the EU
market. In 2023, with high inflation limiting the purchasing power of consumers, demand from the
price-sensitive food processing sector is forecast to stabilize the domestic consumptidhbf NF
compared t@2022 leels.

Whole Milk Powder (WMP) productionsually generates the lowest processing margins, and EU
processors generally prioritize cheese production, which offers the most stabierforrgturns. With
declining milk supplies, EU27 WMP production is foredasdecline further, stabilizing at a low level
of 600,000 MT in 2023, after afgercent decrease in 20 WMP exports decrease in line with the
dropin production and that is forecast to continue in 2023. EU27 WMP consumption, atios by
the BJ food industry, is rather stable in the longer term.

From a policy perspective, apart frotothe he expect
implementation of the newd@monAgricultural Policy (CAP)and Farm-2-Fork (F2F)initiatives in

2023, thampact of the war in Ukraine will be addressed throughout 2023. Strengthening EU

environmental and climate mitigation policies are expected to require additionpfodurctive

investments and further erode dairy farming profitabiltgiditionally,asare s ul t oWwariRussi ad s
Ukraing production costs (energy, feed, fertilizengre strongly elevated in 202Pariff and quotdree

access for Ukrainian agricultural products to the EU market allowddddrcost increases to stabilize,

however, input csts remain at a high leviel 2023,whichmi ght depr ess davithry f ar me
dropping farmgate milk pricesAs more dairy farmershayleave the sector, the major industry players

are reviewing their milk allocation and product mix, as they adjusteése new EU policy realities.

Notes to The Reader:
The dairy products covered in this report are:
1 Fluid Milk, which includesmilk produced from cows and other milk production (from sheep,
goats, and buffalo), but excluding milk suckled by yoangnals.
Cheese covered IYTS Code: 0406 Cheese.
Butter covered by HTS Codes: 040510 Butter and 040590 Butterfat/Anhydrous Milk Fat (AMF).
A conversion factor of 1.25 is used for Butterfat/ AMF.
Non-Fat Dry Milk (NFDM) covered bHTS Code: 040210.
WholeMilk Powder (WMP) covered by HTS Codes: 040221 and 040229.
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Fluid MilKk
Table 1: Fluid Milk Production, Supply, and Distribution:
Country: EU-27
Commodity: Dairy, Milk (1000 Head / 1000 MT)
2021 2022 2023
US.[.)A New US.[.)A New US.[.)A New
Official Official Official
Calendar Year Begin 01/2021 01/2022 01/2023
Cows In Milk 20,514 20,522 20,200 20,213 19,950 20,088
Cows Milk Deliveries to Dairies 144,833 145,047 143,900 144,700 143,000 143,900
Other Milk Production 4,145 4,185 4,150 4,180 4,200 4,180
Total Milk Production 148,978 149,232 148,05C 148,880 147,20C 148,080
Extra EU27 Imports 590 590 650 674 650 660
TOTAL SUPPLY 149,568 149,822 148,700 149,554 147,85(] 148,74(Q
Extra EU27 Exports 1,563 1,586 1,450 1,413 1,350 1,350
Fluid Use Dom. Consumption 23,951 23,920 23,800 23,768 23,6500 23,650
Factory Use Consumption 124,054 124,31 123,450 124,373 122,85(] 123,74(Q
Feed Use Dom. Consumption 0 0 0 0 0 0
Total Dom. Consumption 148,005 148,236 147,250 148,141 146,50C 147,39(¢
TOTAL DISTRIBUTION 149,568 149,822 148,700 149,554 147,85(] 148,74(Q

Production

The EU27 dairy cow numbers have been decreasing since 2015, dropping to slightly more than 20
million in December 2022. Many farmers are quitting dairying because they cannot cope with increasing
costs of production, lack of successors, limits on farmldpugent, and stricter EU animal welfare
regulations. The declining trend, however, has slowed down as #ieigbréarmgate prices for milk

offered throughout 2022 compensated for higher production costs and encouraged dairy farmers to
maintain productionStarting in January 2023, milk fargate prices resumed their decline throughout

the EU, leading to increased cow slaughter, which already in January 2023 was on average 4.5 percent
higher than in January 2022. D d prdtestsin thegBaltit Statesy f ar
where dairy cow herds are small and more vulnerable to price crises. The decline in cow numbers is
expected to accelerate again in 2023 as milk prices decrease. Additionally, EU environmental policies
will contribute to thedecline in dairy cow numbers. In the Netherlands, which has thddifglest EU

dairy cow population, farmers lost the derogation to spread more manure on fields, which will result in
farmers reducing their number of cows or limiting their milk produciioorder to avoid violating local
climaterelatedregulationsin addition, theDutch governmein 6 s m d@odosver niteogen emissions

are forecasted timcentivizefarmers to stop dairy farming in the long term.

EU27 cowsd mil k production continues it-sndecreas
year increases in cow productivity, which in the
However, milk yield increase was hampered by unprecedentedlarthat during summer 2022

ravaged meadows and fodder in western European countries. In the first months of 2023, following the
European Uni on 6 s there ar@notabegiontl differemcgs grassiarid and fodder

condition. In the nortlof Europe, they are assessed as in favorable conditions (marked in green and


https://mcas-proxyweb.mcas.ms/certificate-checker?login=false&originalUrl=https%3A%2F%2Fapps.fas.usda.gov.mcas.ms%2Fnewgainapi%2Fapi%2FReport%2FDownloadReportByFileName%3FfileName%3DNitrogen%2520Report%2520Delivered%2520to%2520the%2520Dutch%2520Government_The%2520Hague_Netherlands_NL2022-0054%26McasTsid%3D15600&McasCSRF=fb14b22aec0de7730fb4914a638b6ff00ad61a1e9e654485d5b62d7bf66c9b8e

yellow in the below map), however, in the southern regions, mostly Spain, Portugal, Italy, eastern
Romaniaand southern France (marked in light red in the below map), raiefatitd put the grassland
under stress. Certapartsin the Baltic Sea region, Poland, Austria, Slovakia, and Czechia could not be
correctly assessed at this early stage of the year and they are marked in deep red.
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In 2022, norcow milk production dropped by 1.75 percertie sheep and goat industry is a vulnerable
sector and was hit even harder than cow farms by the economic sitiiagomain sheep and goat milk
producing MS experienced high input costs and drought. Additiortlaéifaigh inflation rate ofl1.5

percent on average ftte EU27 diminiskesconsumepurchasing poweaindresultsin preferences for
cheaper products or lowquantities of dairy specialties. EU goat and sheep herds have been declining.
In 2023, the inflation rate is expected to remain at a high level. In Spain, the EU leading producer of
sheep and goat milk, the fragmentated sector is not expected to redulemwrance, growth is

expected in goat milk production, where several cooperatives support very diverse cheese production.
Therefore, norcow milk deliveries to dairies are forecasted to stagnate in 2023.

Updated 2022 and 2023 milk production in Ehgopean Union is still on a declining trend, however,

the drops in production are lower than previously expected. In the first half of 2022, the top European

dairy producers, except for Poland, lowered their cow milk deliveries. However, increasingioaitk p

t hat compensated for higher \arimoUWkeaioe(energy,feedyst s r es
fertilizers), discouraged farmers from eliminating their herds and in the é@fafcumulative EU



milk deliveries only decreased slightly in comgan to 2021. In 2022, EU all milk deliveries amounted
to 148.88 million metric tons (MMT), 0.24 percent down below the previous year.

Graph 1: EU27 and Top 5 Member State Milk Production (in 1,000 MT)
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Farmgate milk prices peaked in December 2022. They started dropping in January 2023 and fell
February,
milk price is expected. However, they are still elevated inpaoiaon to the previous year, except in the

substantially 1in

Baltic States. Consequently, deliveries are expected to decrease further in 2023 by 0.54 percent and

and

n

Mar c h

2023

amount to 148.08 MMT. However, due to the higher beginning stock cow number, deliveries are
expected at a highéevel than estimated in the previous report.

Graph 2: European Milk Prices at Farm Gate
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The decline of EU milk prices at farm gate could also lead to further restructuring of the dairy sector in
Europe. In Spain, Franc€ermany, and Polanthe number oflairy farmers continues to decrease,

although the losses are mainly of smadled less efficient farms. Input costs, namely feed, energy, and

labor, were strongly up in 2022 and are stabilizing in early 2023. Howbaegrate under pressure from

the developments of the war in Ukraine and might easily depress the margins. Many of the medium and
small cow farms and industries experienced negative margins and could not continue to operate. In

Poland, where dairy processiimgmainly owned by cooperatives, in early 2023 larger dairy processors
continued tdake over the smaller on#gtcannot cope with ar mer s 6 e Righercesamt i ons o f
one hand, and discounts requested by retail chains on the other.

4 OAAA

Imports of fluid milk from outside of the EU is minimal and over 98 percent are imported from the
United Kingdom (Northern Ireland) for processing in Ireland. Ektthexport has been led Iojtra-

high temperaturedHT) milk exports to China, mostly fromé&dmany, Poland, and France. However,

after recorehigh 2021 export volumes, when almost half of exports were destined to that market,

Ch i nC®WIB-19 lockdown decreased their demand by 39 percent in 2022, leading to a total drop in
exportsof 11 percentln 2023, a further decrease is expected, although compensated by higher demand
from Serbia, North Africa, and stable exports to the UK.

$1 1 AGOEA #11 001 POET 1

Since posCOVID-19 trendsmaintained elevateconsumption of drinking milk in 2021, it started to

return to traditional leveldecreamg slightly in 2022 and tis trend is expected to continue in 2023. The

high inflation rate, which in the case of dairy products reached 28.4 percent in February 2023 on average
in the EU, influenced the drop in conspimon less than previously forecasteetausdluid milk is a

food product for basic dietary requirements. In recent years, however, it has faced competition from
plantbased milk, which is regarded by consumers as healthier and more environmentally. friend
According toa Good Food Institute Europe (GFI Europeportthat analyzed NielsenlQ sales daia

13 European countries (including the UK), the mosetigped category of plafiitased foods was plant

based milk, which in 2022 accounted for 11 percent of the overall milk market. Retail sales-of plant
based milk grew by 19 percent between 2020 and 2

Organic mil Kk

In recent years, consumption of milk and other fresh products from organic production or other
production methods perceived as more natural and healthier, has grown in popularity with EU
consumersHowever, this trendppearso have come to a halt in 202)espte stagnating consumption,
production, involving higher production costs, is sdill a rise This mismatch of increasing production
with waning demand is leading to a declining price premium for these products over conventional
productsIn some M$the pice premiumhas turned negativendthe excess organic milk is being
delivered to conventional dairy produsend receiving lower price than conventional milk because of
lower technical standards like milolublesor somatic cell count.


https://gfieurope.org/market-insights-on-european-plant-based-sales-2020-2022/

Graph3: European Organic Milk Prices at Farm Gate

EU Organic cow's milk prices
February 2023

Source : Member States {Regulotion (EU) No 2017/1185 Article 12{a) - Annex Il.4(a))
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As a result, organic drinking milk production has started to decline again in the EU leading MS like
France, Denmatkand AustriaAdditionally, in certain MS a large assortmendifferent types of high

value fluid milk is available for the consumelfer examplein Spain milk with animal welfare

certificates, milk from mountain grazing cows, fresh cow, sheep, and goat millaretavailableThis

means that witlawider cloice of drinking milkoptionswith supposed higher health or environmental
gualities, consumersd6 preference for organic mi

&AAOT OU 50A #1171 001 POET I

After a decrease in EU factory use in 2021, a result of the milk production slowdown, factory use
consumption recovered marginally in 2022, facilitated by decreasing fluid milk domestic consumption.
However, the decreasing EU milk production is expectedtsea dopin EU factory use in 2023, 0.6
MMT below the 2022 volume. This will force dairy processors to carefully assess for which products
they will use the available milk.
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Cheese
Table 2: Cheese Production, Supply, and Distribution:

Country: EU27
Commodity: Dairy, Cheese 1000 MT)
2021 2022 2023
USDA USDA USDA
Official | New | Official | New | Official | New
Calendar Year Begin 01/2021 01/2022 01/2023

Beginning Stocks 0 0 0 0 0 0
Production 10,550 10,401 10,550 10,380 10,600 10,450
Extra EU27Imports 196 196 185 187 190 190
TOTAL SUPPLY 10,746 10,597, 10,735 10,567 10,790 10,640
Extra EU27 Exports 1,385 1,385 1,370, 1,341 1,375 1,340
Domestic Consumption| 9,361 9,212 9,365 9,226/ 9,415 9,300
Other Use, Losses 0 0 0 0 0 0
TOTAL Dom.
Consumption 9,361 9,212] 9,365 9,226/ 9,415 9,300
Ending Stocks 0 0 0 0 0 0
TOTAL
DISTRIBUTION 10,746 10,597, 10,735 10,567 10,790 10,640

Producti on
Cheese production continues to be the primary output goal of the European dairy processing industry,

supported by the solid domestic consumption of this product. With increased production capacity,
following openings of new cheese processing plants irrglewestern European countries in 2020, the

2021 production of cheese was boosted by expanded fresh cheese (mozzarella) production. However, in
2022, the industry released 0.2 percent less cheese to the market, as a result of low raw milk gvailability
increasing butter productioanddeclining export demand, despita/orableEU cheese prices in

comparison to main competitors. In 2023, despite declining milk deliyehesse production is

expected to rise by 0.67 percent. Cheese production shoulddredawer other dairy produdigecause

its price is not dropping as muchthatof other dairy products, and butter prices already reached their
peak in 2022. Additionally, increasing consumption sugadreese productiomJongsidehe expected
developnent of thehospitality sector and touristilowever, production growth ay be limited, due to
uncertainties in the global market, high input costs, high inflation, and mwsumepurchasing

power.

11



Graph 4: EU Dairy Products Quotations
EU evolutive* dairy Quotations

(EU Average Prices based on MS communication and weighted by production)
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Graph 5: Top 5 EU Cheese Producing Member States in 2022 (in percentage of the EU27 total
production)

2022 EU27 Cheese Production

= Germany = France = ltaly = The Netherlands = Poland = Others

Source: Eurostat and FAS EU Posts
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Trade

Cheese importsito the EU are limited and mainly originate from Switzerland and the UK. Imports

from the UK decreased in 2022 by 9.5 percent, despite the fact that UK exporters have been learning to
operate under customs checks after Brékowever, posBrexit challenges still remain. Imports from
Switzerland also decreased in 2022lpercent. Additionally, Ukraine became the foddigest

supplier of cheese to the EU, as a result of the unilateral trade measure granting duiatreand

tariff-free access to the EU market. In 2023, EU27 cheese imports are forecasted to remain at a similar
level as in 2022.

About 13 percent of EU27 cheese production is exported to the UK, the United States, and Japan. These
three markets remained the tgstinations for EU27 cheese exports in 2@22they all deceased their
demand, driving down the 2022 export number by 3.2 percentdidpsvas strengthened by the

decline in exports to waorn Ukraine (highest drop by 38 percent) and to China. LaWveese

production and rising prices in the second half of 2022 against other global competitors, negatively
affected EU exports.

Graph 6: Comparison of Cheddar Quotations of European Union, the United &tdt€ceania
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In January 2023, EU27 exports decreased pgrcent yeapn-year, affected by uncompetitive EU

pricing, but assuming recovering demand from the UK, the 2023 export number is forecasted to remain
at the same level as in 2022. Additionally, with the suppoEWffunds, the Spanish dairy sector will

13



promote its high value cheeses in the United States for th& geats, which is expected to increase
exports to that market in 2023 and beyond.

Graph 7: The Top EU Cheese Exporting Member States
Top EU Cheese Exporting Member States
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Domestic Consumpti on

EU27 domestic cheese consumption is on a-teng increasing trend in 2022 and 2023. Although in
Francein 2022 consumption dropped by 3.3 percent as inflation and high grimés consumers away,

it is not the case in other 8where consumers are willing to pay more for kegial products or choose
cheaper types of cheese. For 2023, as inflationary pressure is forecasted to stabilize in the second half of
the year, consumptias anticipatedo further rise by 0.8 percent over 2022e top cheese consuming

MS are Germany, France, Italy, Poland, and Spain. However, in terms of consumption divided by the
size of population, Franc&ermany andthe Nordic Statesrathe topEU consumers.

14



Graph 8: EU MS Cheese Consumption by Size of Population
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Butter

Table 3: Butter Production, Supply, and Distribution:

Country: EU27
Commodity: Dairy, Butter (1000 MT)
2021 2022 2023
USDA USDA USDA
Official New | Official New | Official New
Calendar Year Begin 01/2021 01/2022 01/2023

Beginning Stocks 0 0 0 0 0 0
Production 2,141 2,081 2,080 2,073 2,040 2,060
Extra EU27 Imports 51 46 70 72 70 70
TOTAL SUPPLY 2,192 2,127, 2,150, 2,145 2,110f 2,130
Extra EU27 Exports 265 257 260 250 265 250
Domestic Consumption 1,927 1,870 1,890 1,895 1,845 1,880
Other Use, Losses 0 0 0 0 0 0
TOTAL Dom.
Consumption 1,927, 1,870, 1,890, 1,895 1,845 1,880
Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 2,192 2,127] 2,150, 2,145 2,110, 2,130

Producti on

EU27 butter production in 2023 is still forecasted to decrease, as smaller milk supply will favor cheese
production over butter and skimmed milk powder (SMP). However, the previous forecast is adjusted up

by 20,000 MT, due to the fact that Germany, Itéhg Netherlands, Poland, and Belgium revised

upwards their butter production outlook for 2023. EU27 butter production in 2022 ended only 0.34
percent lower than previously estimated. Germany, France, Ireland, Poland, and the Netherlands are the
largestbutter producers in the EU. Together they provide almost 75 percent of EU27 butter supply.

Graph 9: Butter Production by Top EU Member States
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Trade

EU27 butter imports are dominated by imports from the UK, and in 2022 recovereBregiarelated
decreases in 2020 and 20RMoreover,with extremely high EU butter prices, other suppliers like New
Zealand, Ukraine, and Turkey significantly increaseairttieliveries. Imports from Ukraine were
additionally supported bguota and tariffree access to the EU market, granted on June 4, 2022, for one
year. The 2023 forecast for butter imports is maintained at a stagnating level from 2022.

EU27 butter exports forecast for 202&isostable from 2022, however, lower than originally
anticipated. In 2022, the main recipients of EU exports were the UK, the United States, China, Saudi
Arabia, and South Koredhe 27 percent export increasehie tUKwas partially offset by ecreased

butter exports to China, Saudi Arabia, and the United States, however, the 2022 EU27 butter export

number was lower than estimated in the previous report. In 2022, EU butter prices were among the
highest on the marke

Graph 10: Comparison of Butter Quotations of European Union, the United States, and Oceania
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Graph 11: Butter Prices in EU Member States

EU BUTTER Prices (up to 16.04.2023)

Source : Regulation (EU) No 2017/1185 Article 11 - Annex I.7
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Domestic Consumpti on

The previously forecastiedeclining trend of butter consumption prompted by health conpausedn
2022. Itwasexpected that theecordincrease of butter prices in the retail sector, combined with high
inflation limiting the purchasing power of consumers waddsea drop in butter consumption in 2022.
However, rising prices of other oiligcludingof plant origin, by 32.4 percent in December 2022, made
butter a comparative choice for consumétse recovering hospitality sector and tourism supported the
consumptio increase. In 2023, EU27 butter consumption is forecasted ta t@usrdeclining trend,

with stagnating demand from hotels, restaurants, and institutions (HRI), and consumers choosing
healthier fats over butteRI sector is expected to negativelyaffected by diminishing purchasing
power of consumers, prenting growth in butter consumption

Butter consumption patterns vary across the EU, driven by local cooking and eating habits. In 2022,
Ireland and Belgium/Luxembourg had the highest butteswmptionin relation to the size of

population followed by Denmark, France, and Germany. MS around the Mediterranean Sea typically
consume less butter as cooking mostlgaadive oil, while MS in the Central East of the EU consume
more plartbased spreadbecause of the lower price.
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Graph 12: EU MS Butter Consumptibg Size of Population
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Source: Calculated FAS EU Post consumption data and Eurostat population data for January 2022.
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Nod#at Dry MilKk
Table 4: NonFat Dry Milk (NFDM) PowdetProduction, Supply, and Distribution:

Country: EU27
Commodity: Dairy, Non-Fat Dry Milk (1000 MT)
2021 2022 2023
USDA USDA USDA
Official New | Official New | Official New
Calendar Year Begin 01/2021 01/2022 01/2023

Beginning Stocks 0 0 0 0 0 0
Production 1,504 1,496 1,450, 1,514 1,375 1,500
Extra EU27 Imports 32 32 35 36 40 40
TOTAL SUPPLY 1,536/ 1,528/ 1,485 1,550, 1,415 1,540
Extra EU27 Exports 788 788 700 711 625 700
Domestic Consumption 748 740 785 839 790 840
Other Use, Losses 0 0 0 0 0 0
TOTAL Dom.
Consumption 748 740 785 839 790 840
Ending Stocks 0 0 0 0 0 0
TOTAL DISTRIBUTION 1,536/ 1,528/ 1,485 1,550, 1,415 1,540

Production

NFDM production in the EU27 is closely tied to butter production and is usually not a production goal
on its own. Therefore, EU27 NFDM production for 2022 and 2023 were reviseuling, with butter
production patterns and full 2022 statistical data.28&3, NFDM production is forecasted to decline
from 2022 levels, but only by 1 percent. Among the top EU NFDM producers, Germany, Belgium, and
Poland forecast production decline, whereas France and Ireland expect a slight ingreshection in

2023.

Trade

The EU27 imports little NFDMandmost of that from the UK, but these imports are declining after
Brexit, down 18 percent in 2022 over 2021. In 2022, the UK accounted for 48 percent of NFDM
supplies to the European market, while Ukraine came in second with 28 percent import shareygncreasi
imports by 499 percent. This was a resuljobta and tariffree access to the EU market, granted to
Ukraine on June 4, 2022, for one year.

EU27 NFDM exports compete heavily with NFDM exports from the United States and New Zealand,
with the EUR/USD rchange rate an important factor. EU27 NFDM exports in 2023 continue to be
forecasted to shrink compared to 2022 because of limited production, however, the decline is expected
to be by 2 percent and not 5 percent, as forecasted in the previous regute ®é8percent decrease

in NFDM exports in 2022 compared to 2021, Chi&38 (percent) and Algeria (+26 percent) remained

the leading buyers in 2022, followed by Indonesi3 (percent), Egypt (+14 percent), NigeHay

percent), the Philippines33 pecent), and Yemen (+5 percent). Almost half of EU NFDM production is
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exported. The main NFDM exporting EU MS are Germany, France, Belgium, Ireland, the Netherlands,
and Poland.

Graph 13: Comparison of Skimmed Milk Powder (SMP) Quotations of Eurdpeian, the United
States, and Oceania

Source: European Commission
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